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Introduction 

The objectives of the ‘Survey on decision making process on energy and 
environment policies in the Government of India’ are: 

• To collect information on the decision-making process in formulating and 
implementing energy and environment policies in the Government of India. 

• To present an explanation of the roles and responsibilities of relevant 
ministries and government agencies in formulating and implementing 
energy and environment policies. This includes providing an explanation of 
role, responsibilities and relationship between: 

• Central and State government institutions in the energy and 
environment sectors 

• Government institutions in the formulation and implementation of 
international energy and environment cooperative projects 

Organisation of the Report 

We begin with a description of the legislative framework governing the energy 
and environment sectors in India. This is followed by an elaboration of the 
organisational structure, legislation and decision making process for 
formulating and implementing policies in the energy sector. The sector has been 
segregated into sub-sectors power, coal, oil and natural gas, renewable energy 
and atomic energy and the role of institutions in the formulation and 
implementation of policies and projects at the Central, State and Public sector 
level discussed. The decision making process for the formulation and 
implementation of energy policies has been explained for the policies on energy 
conservation, promotion of renewable energy and power sector reforms. The 
role of different stakeholders: nodal ministries, state departments, industry, 
legislature, judiciary, technical and research institutions, non-governmental 
organisations and civil society in this process is discussed. 

Adopting a similar structure, the formulation and implementation of 
policies in the environment sector is elaborated next. The policy for pollution 
prevention is examined to illustrate the decision making process in the 
environment sector. 
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The relatioTiship between the Centre and the State in the formulation of 
energy and environment policies has been explained with the help of an 
illustration for the state of Gujarat. Finally, the process/or implementing 
projects is discussed and the role of institutions involved in this procedure 
explained, for a power project. 

Legislative framework 

The legislative framework for decision making in the energy and environment 
sectors is provided by the Constitution of India, which gives the necessary 
directives and powers for the framing and enforcing of legislation in the country. 
Various legislative subjects are classified into three categories, the Union List, 
the State list and the Concurrent list. Legislation on topics in the Union list is 
enacted by the Parliament, those on the State list are enacted by the State 
legislatures and subjects on the Concurrent List are areas that are under the 
control of both the Centre and the States. The Constitution also enables 
Parliament to legislate on subjects in the State list in national interest and in 
special circumstances (under Articles 249 and 252). The Parliament is also 
empowered to legislate on all subjects under international agreements to which 
India is a party (under Article 253). 

The energy sector in India has been traditionally regulated and owned by 
the government. Policy making is primarily undertaken by the Central 
government, with the State governments’ legislative powers being confined only 
to some sectors. The Seventh Schedule of the Constitution of India delineates 
the subjects in the energy sector reserved for the Centre, these are: 

■ Atomic energy and mineral resources necessary for its production 

■ Regulation and development of oilfields and mineral oil resources, 
petroleum and petroleum products 

■ Regulation of mines and mineral development as declared by the Parliament 

■ Regulation of labour and safety in mines and oilfields 

Power is the only energy subject listed on the Concurrent list, thereby 
empowering both the Parliament and the State legislature to legislate on it. 
Development and promotion of renewable energy is the other area where state 
government participation has been promoted. 

The development of environmental legislation in India can be traced to the 
United Nations Conference on the Human Environment in 1972, following 
which a number of legislation for the prevention and control of pollution and 
environmental protection were enacted. In 1976, environmental concerns were 
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given constitutional authority when through the 42^^ amendment they were 
incorporated into the Directive Principles of State Policy and Fundamental 
Rights and Duties. The prime responsibility for formulation and implementation 
of policies and legislation for the protection of the environment is assigned to a 
nodal ministry in the Central government and to departments at the state level. 
The ministry and departments are assisted by boards and organizations at the 
centre and at the state level which implement policies, evolve environmental 
quality standards and monitor compliance with prescribed conditions. 

Energy sector 

Organisational structure 

The basic institutional structure in the energy sector comprises a nodal ministry 
at the Centre which is the primary agency for policy formulation, supported in 
decision making and implementation by state governments, state level nodal 
agencies, public sector undertakings, technical and research institutions and 
financial agencies. An overview of the organizational structure of the energy 
sector in India is presented in Figure 1. 

In addition to the above institutions, there are three bodies for coordinated 
planning and thinking for energy development at the national level. These are 
the Parliament and its Committees, the Union Cabinet and its Committees and 
the Power and Energy Division (PED) in the Planning Commission. These 
institutions provide a forum for collective planning, decision-making and review 
of government policies in the energy sector. 

The Planning Commission was constituted in 1950 by a Resolution of the 
Government of India and works under the Chairmanship of the Prime Minister. 
It formulates Five-Year Plans and Annual Plans in consultation with the Central 
and state governments and also serves as an advisory body at the apex level. The 
PED includes the areas of rural energy, non-conventional energy sources and 
energy policy. It is concerned with all energy policies and programmes 
developed in the five-year plans and is involved in the development of a national 
energy policy. Please refer to Annex A for details of the functions and structure 
of the Planning Commission and the PED are given in Annex A. 

The role and responsibilities of institutions at the centre and the state, in 
the public sector and other organizations in the energy sub-sectors: power, coal, 
oil and natural gas, renewable energy and atomic energy are presented below. 
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Power 

Central sector 

The formulation, implementation and review of policies for the power sector is 
done by the Ministry of Power (MoP) in the Government of India which is the 
primary agency in the power sector in India. Mainly responsible for policy 
formulation, other major functions of this ministry include perspective planning, 
processing of projects for investment and monitoring the implementation of 
power projects. The ministry is also responsible for administering and enacting 
legislation for the generation, transmission and distribution of power. 

The main functions of the MoP are: 

1. Formulation, implementation and review of short, medium term and long 
term policy for the power sector. 

2. Administration of the Indian Electricity Act 1910, Electricity (Supply) Act 
1948, Electricity Rules 1956 and Electricity Regulatory Commissions Act 
1998 (please see Table 1). 

3. All matters relating to organisations and undertakings in the central sector, 
public sector and under the administrative control of the MoP. 

4. Promotion of energy conservation and efficiency in the power sector. 

The Central Electricity Authority (CEA) is a statutory organization constituted 
under the Electricity (Supply) Act 1948. It is an office attached to the Ministry of 
Power and advises it on technical, financial and economic matters. The main 
functions of the CEA are development of a national power policy, formulation of 
short term and perspective plans for power development and coordination of the 
activities of planning agencies for the control and utilisation of national power 
resources. It is also responsible for technical coordination and supervision of 
programmes and is engaged in the techno economic appraisal of power projects 
and monitoring the implementation of power projects in the country. 

The CEA also advises state governments, state electricity boards, state 
generating companies or state agencies in the power sector. Additional functions 
assigned to the CEA include: 

■ Coordination of R&D in the field of power generation 

■ Evaluation of financial performance of the SEBs 

■ Conducting studies on the economic, technical and commercial aspects in 
the electricity industry 

■ Analysis of the tariff structure in the industry 

■ Techno-economic appraisal of power projects 
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■ Promotion of inter-state and joint sector povyer projects 

The Central Electricity Regulatory Commission (CERC) is an independent 
statutory body with quasi judicial powers constituted under the Electricity 
Regulatory Commissions Act in 1998. The objective of the CERC is to promote 
competition, efficiency and economy in the power sector. It aids and advises the 
central government in formulation of tariff policy and in framing guidelines with 
regard to electricity tariffs. It regulates the tariff of central sector power 
generating companies and regulates inter-state transmission and bulk sale of 
power. An additional function of the CERC is to develop policies and procedures 
for environmental regulation in the power sector, in association with 
environmental regulatory agencies. 

State sector 

The participation of the state in the power sector is through Departments of 
Energy, State Electricity Boards (SEBs) or State Power Generation 
Corporations and State Transmission and Distribution Corporations. While 
the Departments of Energy are engaged in policy formulation, the other bodies 
are responsible for the generation, transmission and distribution of power in the 
state and implementation of state power policy. 

The counterpart of the CERC at the state level are State Electricity 
Regulatory Commissions (SERC) which have been set up since 1995 in 15 states 
in the country. 

Public sector 

The MoP is assisted by several organizations for implementing policies and 
conducting activities in the power sector. The role and functions of these public 
sector undertakings is presented below. 

The central sector participates in the implementation (construction and 
operation) of power projects in the country through Public Sector Undertakings 
(PSUs), Ihe National Thermal Power Corporation (NTPC), the National Hydro 
electric Power Corporation (NHPC) and the North Eastern Electric Power 
Corporation (NEEPCO). 

The NTPC was set up in 1975 as a central sector generating company for 
the development of thermal power. It presently owns and operates 13 coal based 
and 7 gas/liquid fuel based power projects in the country. In addition to its own 
stations, the NTPC also manages the Badarpur Thermal power station in Delhi 
and the captive power plants of the Bharat Aluminium Company (BALCO). 
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The NHPC is a central sector corporation incorporated in 1975 under the 
Companies Act 1956. It is responsible for the integrated and efficient 
development of hydro electric, tidal, wind and geo thermal power, through the 
investigation, planning, design, construction, operation and maintenance of 
these projects. 

NEEPCO was established in 1976 for the development of the power sector in 
the north eastern part of India through the setting up of hydro electric and 
thermal power projects. The development of the power sector was envisaged to 
promote the overall economic development of this region. 

The construction and operation of transmission projects in the central 
sector is done by the Power Grid Corporation of India Limited (PGCIL). It is a 
public limited company wholly owned by the Government of India with the 
objectives of planning, promoting and building an efficient transmission 
network; constructing, owning and operating transmission systems and 
wheeling of power generated. The PGCIL was formed in order to reduce the 
multiplicity of ownership in the power transmission sector, with the central 
sector generating organisations and the SEBs owning and operating separate 
transmission systems. The PGCIL thus started its operations in 1991 by taking 
over transmission assets of central (and joint) sector power generating 
companies such as NTPC, NHPC and NEEPCO. In 1998 the PGCIL was notified 
as a Central Transmission Utility under the Electricity Regulatory Commissions 
Act. 

Power Trading Corporation of India Limited (PTC) is an entity established 
to serve as a single point of contact for entering into power purchase agreements 
with Independent Power Producers on the one hand and the consumers or state 
utilities on the other. It was incorporated in 1999 and is jointly promoted by 
corporations including the PGCIL, NTPC and the Power Finance Corporation 
(PFC). The key role of the PTC is to act as a facilitator for the implementation of 
the government’s mega power policy by limiting long negotiation processes. It is 
also engaged in coordinating the offtake and sale of power from surplus regions 
in the country to deficit regions and encouraging the initiation of reforms in the 
state power sectors by selling power from mega power projects only to those 
states that undertake reforms and restructuring. In the future it is likely that 

international trading of power will also be routed through the PTC. 

In addition to power generation, transmission and distribution 

corporations, there are development institutions designated for providing 
financial assistance to the power sector in India. The Power Finance 
Corporation Limited (PFC) is the primary development finance institution 
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dedicated to providing financial assistance for the growth and development of 
the power sector. It provides finance to all power generating utilities or agencies 
in the country: SEBs, state generation corporations, central sector power 
generating companies, private, joint and cooperative sector power producers 
and municipality run power utilities. In addition to providing financial support, 
the PFC also aids state governments in undertaking reforms in their power 
sectors by providing technical and advisory support. 

The Rural Electrification Corporation (REC) was set up in 1969 and is a 
non banking financial company providing financial assistance to State Electricity 
Boards/State power corporations, electricity departments of state governments, 
rural electricity cooperatives and other bodies for promoting rural electrification 
in the country. 

Other organisations 

The Energy Management Centre (EMC) is an autonomous organisation set up 
in 1989 to implement and monitor the energy conservation programmes of the 
Ministry of Power, and to provide it with policy guidance and advise on energy 
efficiency. It implements multilateral and bilateral aided projects aimed at 
improving energy efficiency in the country. It has been promoting end use 
energy efficiency, building capacity for conducting energy audits and providing 
management services and undertaking studies on policy interventions to 
improve energy efficiency. 

The Tehri Hydro Development Corporation (THDC) and the Nathpa 
Jhakn Power Corporation Limited (NJPC) are two joint venture corporations 
between the Government of India and the state governments of Uttar Pradesh 
and Himachal Pradesh respectively. These corporations have been set up for the 
development of hydro power in their stated. 

Other organisations in the power sector include statutory bodies the 
Damodar Valley Corporation (DVC) and the Bhakra Beas Management Board 
(BBMB). The DVC was set up by an act of central legislature in 1948 as the first 
multi-purpose river valley project in the country. It is engaged in promoting the 
mtegrated development of the Damodar valley region, which falls in the States of 
Jharkhand and West Bengal. The BBMB administers, maintains and operates 

the Bhakra Nangal hydro projects located in the states of Punjab and Himachal 
Pradesh. 


^ specifically utflise and develop the hydro resources from the 


m 
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Legislation and policy developments 

A summary of the legislation and policy developments in the power sector and 
the main provisions under these is given below. 


Table 1 Legislation and policy developments in the power sector 


Year 

Law/Act/Policy 

Main provisions 

1910 

Indian Electricity Act 

Deals with the supply and use of electricity, 
particularly the grantof licenses for the supply 
and transmission of energy, and granting 
approval to non-licensees to engage in the 
supply and transmission of energy. 

1948 

Electricity (Supply) Act 

Aimed to rationalise die production and supply 
of electricity. Gave governments the legislative 
powers to link together in regional grid systems 
to ensure the development of the electricity 
sector in a coordinated manner. The Central 
Electricity Authority and State Electricity 

Boards were established. 

1956 

Indian Electricity Rules 

Issued in exercise of power under the 1910 

Act Provided for procedural aspects such as 
obtaining licenses, general conditions relating 
to the supply and use of electricity, safety 
requirements, etc. 

1980 

Rajadhyaksha Committee 

Emphasised conservation and management 
measures, suggested a larger role forthe 
central government In generation and Inter¬ 
state transmission, recommended setting up 
of a Nuclear Power Corporation. 

1991 

Electricity Laws (Amendment Act) 

Private sector participation was permitted in 
power generation. Duration of licenses for 
supplying electricity was extended to make 
these more attractive. 

1996 

Common Minimum Action Plan for 

Power 

Recommended resbucturingof SEBs, 
rationalisation of retail tariff, participation of 
the private sector and setting up of 
independent regulatory bodies at the centre 
and state level. 

1998 

Electricity Regulatory Commissions Act 

Provided forthe establishment of a Central 
Electricity Regulatory Commission and State 
Electricity Regulatory Commissions. These 
institutions were charged with promoting 
competition and efficiency in the electricity 
sector and rationalising tariffs. 

1998 

Electricity Laws (Amendment Act) 

Permitted the participation of the private sector 
in distribution and transmission. The Act 
provided the Power Grid Corporation of India 
Limited (PGCIL) the legal status of a Central 
Transmission Utility. Also gave the PGCIL the 
statutory authority to control the Regional Load 
Dispatch Centres (RLOCs), which were to 
function as Re^onaiTransmission Utilities. 


Source: MoP 2000, TERI1999, TERl 2001 
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Coal 

Central sector 

Under the Constitution of India, the power to regulate mines and mineral 
development lies both with the central government and with the state 
government. However, by the Mines and Minerals (Regulation and 
Development) Act enacted by the Parliament in 1957, the administration of 
minerals classified in Schedule I is to be undertaken by the central government 
and that of the other minor minerals by the states. Coal is listed in Schedule I 
and thus the development of coal resources are controlled by the central 
government. 

The Ministry of Coal (MoC) is the primary agency in the Government of 
India for the formulation of policy for the exploration and development of coal 
and lignite resources in the country and for sanctioning high value projects. The 
MoC takes decisions on all matters regarding production, supply, distribution 
and pricing of coal. It is also responsible for the administration of legislation and 
other Union laws relating to coal and lignite. The main legislation in the coal 
sector comprise the Mines Act 1952, Coal Bearing Areas (Acquisition and 
Development) Act 1957, Mines and Minerals (Regulation and Development) Act 
1957, Coal Mines (Nationalisation) Act 1973 and the Coal Mines (Conservation 
and Development) Act 1974 (please see Table 2). 

The Ministry also exercises administrative control over PSUs in the coal and 
lignite sector, the Coal India Limited (CIL) and the Neyveli Lignite Corporation 
(NLC). The MoC also has under its purview offices like the Coal Controllers 
Organisation and Coalmines Provident Fund Organisation. 

Public Sector 

The key functions of the MoC are implemented through the public sector 
enterprises CIL and the NLC. 

Cod India Limited is the apex body for the exploration, production and 
distribution of coal in the counby and for implementing policy guidelines 
developed by the MoC. CIL is responsible for laying down corporate objectives, 
approving and monitoring performance of its subsidiary companies in areas 
such as long term planning, conservation, research and development, 
production, sales and finances. 

CDL has seven coal producing subsidiary companies: Bharat Coking Coal 
^ted (BCCL), Central Coalfields limited (CCL), Eastern Coalfields Limited 
(SECL), Western Coalfields Limited (WCL), South Eastern Coalfields T 
(SECL), Northern Coalfields limited (Na) and the Mahanadi Coalfields 
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Limited (MCL). The coal mines in Assam and neighbouring areas are also 
controlled by the CIL under the unit North Eastern Coalfields. There is one 
engineering design and exploration institute under the CIL, the Central Mine 
Planning and Design Institute Limited (CMPDIL), which undertakes exploration 
and drilling to establish coal reserves in the country, preparation of project 
reports for coal reserves development, environment management plans and 
carries out research programmes for the coal sector. 

The exploration and production of coal in the state of Andhra Pradesh is 
undertaken by another PSU in the coal sector, the Singareni Collieries Company 
Limited (SCCL). It is a joint venture between the Government of India and the 
government of Andhra Pradesh, with administrative control being exercised by 
the state government. 

The Neyveli Lignite Corporation is a public limited company engaged in 
the exploration and production of lignite and in the generation of lignite based 
power in Tamil Nadu. 


Legislation and Policy Developments 

A summary of the legislation and main policy developments in the coal sector is 
given below. 


Table 2 Legislation and policy developments in the coal sector 


Year 

Law/Act/Policy 

Main provisions 

1952 

Mines Act 

Promoted the adoption of health and safety standards in 
coal mines. 

1957 

Mines and Minerais Reguiation and 
Development Act 

Vested in the Central government control over prospecting 
and mining of coal reserves. 

1957 

Coal Bearing Areas (Acquisition and 
Development) Act 

increased public control over coal production by 
empowering the Central government to acquire unwoiked 
land containing or likely to contain coal deposits. 

1960 

Mineral Concession Rules 

Provided for procedures for the grant of prospecting 
licenses, mining leases, payment of royalty for “other minor 
minerals”. 

1971 

Coking Coal Mines (Emergency Provisions) 
Act 

Provided forthe take over of the management of coking coal 
mines and coke oven plants. 

1972 

Coking Coal Mines (Nationalisation Act) 

Provided for nationalisation of 214 coking coal mines 

1973 

Coal Mines (Taking over of Management) 
Act 

Extended management control of the Central Government to 
738 coking and non coking coal mines including the coking 
coal mines taken over earlier. 

1973 

Coal Mines (Nationalisation) Act 

Nationalisation of ail coking and non coking coal mines and 
resenred coal mtning forthe public sector, with a few 
exceptions. 

1974 

Coal Mines (Conservation and 
Development) Act 

Provides forthe consen/ation of coal during mining 
operations. 

1993 

Coal Mines (Nationalisation) Amendment 
Act 

Allowed private participation in captive coal mining and 
setting up of washeries. 

1996 

Committee on Integrated Coal Policy 

Recommendations included deregulating prices, allocation 
of blocks on the basis of a competitive bidding process in 
which Indian companies including national coal companies 
could participate and establishment of a regulatory body. 

2000 

Colliery Control Order 

Deregulated the prices of all grades of coal. 


Source: TERI and IMG 2000 
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Oil and Natural Gas 

Central sector 

The Ministry of Petroleum & Natural Gas (MoP&NG) oversees the entire chain 
of activities in the oil industry, from exploration & production of crude oil and 
natural gas to refining, distribution, marketing and pricing of petroleum 
products and natural gas. The MoP&NG undertakes planning, development and 
control of all industries dealt with by the ministry and provides assistance to 
them. The planning, development and regulation of oilfield services is also 
overseen by this Ministry. The MoP&NG administers all legislation pertaining to 
the oil and natural gas sector in India, these include the Petroleum Act 1934, the 
Oil Fields (Regulation and Development) Act 1948 and the Oil Industry 
(Development) Act 1974 (please see Table 3). 

As in the case of other energy sectors, the Ministry has under its 
administrative control several PSUs which are assigned with specific functions 
for the implementation of activities in the oil and natural gas sector. 

Directorate General of Hydrocarbons (DGH) 

The DGH was set up under the administrative control of the Ministry of 
Petroleum & Natural Gas in 1993 to promote sound management of the Indian 
petroleum and gas resources. The DGH acts as a regulator for reservoir 
management of oil & gas fields; monitors the production sharing contracts on 
behalf of the Government of India; and also acts as a project facilitator, assisting 
companies to get clearances/approvals from various ministries. 

Public sector 

The exploration and production (E&P) of oil and natural gas in the country is 
primarily undertaken by the national oil companies Oil and Natural Gas 
Corporation Ltd (ONGC) and Oil India Ltd (OIL). A few private and joint 
venture companies are also engaged in E&P of oil and natural gas in the country. 
ONGC Videsh Limited (OVL), a wholly owned subsidiary of ONGC, is dedicated 
to bringing in equity oil from overseas by acquiring development acreage’s 
abroad and participation in overseas exploration ventures. 

OIL, a fully owned government enterprise, produces crude oil and natural 
gas from its oilfields in the north eastern part of the country (Assam and 
Arunachal Pradesh) and natural gas from its fields in western India (Rajasthan). 
In addition to E&P, it is also engaged in the transportation of crude oil produced 
in the north east to refineries across the country. 
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There are three integrated refining and marketing companies in the public 
sector, the Indian Oil Corporation Limited (IOC), the Bharat Petroleum 
Corporation Limited (BPCL) and the Hindustan Petroleum Corporation 
Limited (HPCL). The IBP Company Limited is engaged solely in the marketing 
of petroleum products. Other PSUs in the downstream sector (in which the 
MOP&NG has a majority shareholding) include Kochi Refineries Limited (KRL), 
Bongaigaon Refinery and Petrochemicals Limited, Numaligarh Refineries and 
the Chennai Petrochemicals Corporation Limited. 

The transportation of natural gas in the country is done by the Gas 
Authority of India Limited (GAIL), the largest organisation in India handling 
post-exploration activities relating to transportation, processing, distribution 
and marketing of natural gas and its fractions and by-products. It was set up in 
1984 and owns and operates a network of over 4000 kms of pipeline, including 
the 2702 kms long H2izira-Bijaipur-Jagdishpur pipeline extending from the 
western coast of India to north India and over 1300 kms of pipelines in different 
states. 

Gas is also being marketed by smaller regional companies in India - by 
Mahanagar Gas Ltd (MGL), a joint venture between GAIL and British Gas in 
Mumbai, Maharashtra; by Gujarat Gas Company in the cities of Surat, Bharuch 
and Ankleshwar in Gujarat; by the Baroda Municipal Corporation in the city of 
Baroda, Gujarat; and by Indraprastha Gas Limited (IGL), a joint venture 
between GAIL, BPCL & Government of National Capital Territory of Delhi in 
Delhi. 

Other organisations 

Oil Co-ordination Committee (OCC) 

The OCC was established up in 1975 on the recommendation of the Oil Prices 
Committee. The key functions of the OCC are: 

■ Administration of oil pool accounts 

■ Co-ordinating transportation of crude imports for PSU refineries 

■ Inland distribution of petroleum products 

■ Deciding on allocation of crude oil and product pattern of refineries based on 
imports, exports and national/regional demands, logistics of transportation 
and other allied matters 

Oil Industry Development Board 

The Oil Industry Development Board was set up in 1975 under the Oil Industry 
(Development) Act 1974 to provide financial and other assistance for the 
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development of the oil industry. Financial assistance is given in the form of loans 
and grants for activities such as prospecting for and exploration of mineral oil, 
refining, processing, transportation, storage, handling and marketing of mineral 
oil and scientific research. The funds for various activities are made available to 
the Board by the Central Government from the proceeds of cess levied and 
collected on indigenous crude oil. 

Petroleum Conservation Research Association (PCRA) 

The PCRA is a society funded by the oil companies. It co-ordinates the industry’s 
conservation efforts. Programmes undertaken by PCRA include promoting the 
adoption of efficient engines to increase fuel efficiency, carrying out energy 
audits and oil diagnostic studies in industries, standardisation of fiiel efficient 
irrigation pump sets, development of fuel efficient domestic appliances, etc. 

Others 

A brief profile of other organisations under the Ministry’s purview is presented 
below. 

■ Engineers India Ltd: Engineering and consultancy services to the petroleum 
industry 

■ Lubrizol India Ltd: Manufacturing of additives for automotive and industrial 
lubricants 

■ Indian Additives Ltd: Manufacturing of additives and blending 

■ Balmer Lawne & Co Ltd: Manufacturing of lubes and greases, performance 
chemicals, engineering and consultancy, etc 

■ Bieco Lawne Ltd: Engineering services, turnkey projects, etc 

Oil Industry Safety Directorate: Develops standards and codes for safety and 
fire fighting, training programs, information dissemination, etc 

■ Centre for High technology: Co-ordinating and funding research work in 
refining and marketing 

■ Petroleum India International: Provides technological and managerial 
expertise to companies abroad 

Legislation and Policy Developments 

An overview of the legislative framework and policy developments in the oil and 
natural gas sector is presented below. 
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Table 3 Legislation in the oil and natural gas sector 

a 

Year 

Law/Act/Policy 

Main features 

1934 

The Petroleum Act 

Empowers the Cenh^al Government to make rules 
for import, transport and storage of petroleum 
and to regulate the production, refining and 
blending of petroleum. 

1948 

The Oilfields (Regulation and 
Development) Act 

Provides forthe regulation of oilfields and the 
development of mineral oil resources. Empowers 
the Central government to make mles with 
respect to mining leases and forthe use of 
equipment regulation of operations and 
methods of production in the development of 
mineral oil resources 

1955 

The Essential Commodities Act 

Authorises the Central Government to regulate 
the production, supply, distribution and trade of 
“essential commodities”, to ensure their 
availability at fair prices. Petroleum and 
petroleum products are covered underthe 
definition of an essential commodity. The Central 
Government may control the price at which any 
essential commodity is bought or sold. 

1959 

The Petroleum and Natural Gas 

Rules 

The Rules coverthe grant of exploration licenses 
and mining leases and regulations relating to 
conservation and development of oil and natural 
gas resources. 

1999 

New Exploration and Licensing 

Policy 

Exploration blocks were offered to private 
investors and they were allowed to market oil and 
gas produced in domestic markets. 


Source; TERI2001 


Renewable Energy 

Central sector 

The Ministry ofNon-conventional Energy Sources (MNES) formulates policies 
and programmes for the development of new and renewable sources of energy 
such as biogas, biomass, solar energy, wind energy, small hydropower, ocean 
energy and geothermal energy. These policies and programmes are formulated 
with the overall objective of increasing the role of alternative sources of energy 
in the energy sector and reducing the environmental impacts of using 
conventional fossil fuels. 

The major programmes for the development of renewable energy that are 
promoted by this ministry include the Integrated Rural Energy Programme 
(IREP); the National Programme on Biogas Development (NPBD) and the NPIC 
(National Programme on Improved Chulhas). The MNES is responsible for the 
promotion of power generation from alternative sources of energy, particularly 
mini/micro hydel projects of capacity 3MW or less, geothermal and wind 
energy. It encourages the development, production and application of solar and 
tidal energy. 

The MNES is organised into 3 sectoral groups based on end use of 
renewable energy technologies: rural energy, urban or industrial energy and 
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power generation. This structure has been designed to promote 
commercialisation, market orientation and promote private sector participation. 
The MNES facilitates private sector participation through a strategy which 
includes providing budgetary support for demonstration projects, extending 
finflTimal assistance from institutions such as the Indian Renewable Energy 
Development Agency (IREDA) and providing fiscal and other incentives (tax 
holidays, depreciation allowances, facilities for wheeling and banking of power). 

The MNES has under its administrative control the Commission for 
Additional Sources of Energy (CASE), IREDA, specialised technical and 
research institutions such as the Sardar Swaran Singh National Institute of 
Renewable Energy (SSSNIRE), the Solar Energy Centre (SEC) and the Centre for 
Wind Technology (C-WET). 

CASE was set up in 1981 to oversee the development of new energy sources 
to supplement conventional fossil fuels and functions as a policy making body 
within the MNES. It considers and approves policies, programmes and schemes 
of this ministry and is responsible for: 

■ Formulating policies and programmes for the development of renewable 
sources of energy 

■ Ensuring implementation of government policies on the development of 
renewable energy 

■ Coordinating and intensifying research and development (R&D) activities. 

State sector 

The MNES has regional offices located in 9 state capitals which are engaged in 
the monitoring and inspection of renewable energy projects and in liaisoning 
with the concerned State Governments, state nodal agencies and other 
implementing agencies. The programmes for dissemination of renewable energy 
technologies formulated by the MNES are implemented by State Nodal Agencies 
(SNAs) (also known as State Energy Development Agencies). Administratively 
the SNAs are under the control of respective state governments but they receive 
financial support from the MNES for programme implementation. 


Public sector 

The Indian Renewable Energy Development Agency (IREDA) is the 
promotional, developmental and financing arm of the MNES. Set up in 1987, the 
IREDA is under the administrative control of the MNES and provides 
concessional finance and technical and consultancy support for the promotion 
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and development of renewable sources of energy. It is also engaged in the 
promotion of energy efficiency and conservation projects and schemes. 

Local bodies 

In 1992 the Eleventh Schedule of the 73"^ constitutional amendment empowered 
panchayats with various responsibilities for environmental protection and 
conservation. Non conventional energy sources is one of the areas identified 
under this amendment, thereby improving participation of these local bodies in 
the energy sector. 

Atomic Energy 

Central sector 

The Department of Atomic Energy (DAE) in the Government of India is 
responsible for the overall development, control and use of atomic energy in 
the country. With a status equivalent to that of a ministry in the Central 
Government, the DAE is responsible for R&D, uranium exploration and 
production, fuel element design and construction and operations of heavy 
water plants. The Atomic Energy Commission (AEC) in the DAE formulates 
and implements policy for the Department and controls all activities towards 
ensuring peaceful exploitation of nuclear energy. The Atomic Energy 
Regulatory Board under the AEC is responsible for regulatory and safety 
functions. 

Public sector 

The Nuclear Power Corporation of India Limited (NPCIL) under the 
administrative control of the DAE, undertakes the design, construction, 
operation and maintenance of atomic power stations. 

Decision making process 

The decision making process for formulating and implementing energy policies 
in the Government of India is one that begins with the identification of a need 
for a policy. This in turn arises from particular issues or concerns that need to be 
addressed in order to promote the development of the sector or promote 
environmental protection. A process of public debate and national consultation 
then follows in which a consensus is sought to be achieved on the nature of the 
policy and its specific recommendations. At this stage the government seeks the 
views of concerned ministries, state governments, industry, non-govemmental 
organisations, technical and research institutions in formulating the policy. This 
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process is usuElly co-ordinated by a designated ministry (or state department) in 
the central government (state government) which then develops the policy and 
submits it to the Parliament (state legislature) for a final decision. If passed by 
the Parliament (state legislature), the policy has legislative authority and is then 
implemented by the designated nodal ministry (state department) through state 
governments, central sector institutions, government agencies, public sector 
corporations and other implementing bodies. 

The decision making process is explained below for the policies on energy 
conservation, promoting renewable energy and power sector reforms. In the coal 
sector, the status of private sector participation in mining and the policies for its 
promotion have been discussed. Highlights of the process of deregulation of the 
oil and natural gas sector in India have also been presented. 

Energy conservation 

Policies for the promotion of energy conservation in India have included the 
adoption of both supply and demand side measures. On the supply side, 
management measures in the power sector have included energy audits of power 
plants to reveal and rationalise inefficiencies in operations which lead to 
increased fuel consumption. In the oil and natural gas sector, conservation 
efforts have been promoted which include programmes such as carrying out 
energy audits and oil diagnostic studies in industries. 

Demand side management measures comprise measures adopted in energy 
consmning sectors: agriculture, industry, transport, domestic and commercial. 

In the agriculture sector, development of fuel efficient lift irrigation systems is 
one of the strategies being adopted to reduce energy consumption. In the 
transport sector, increasing the share of railways in freight and passenger 
movement, adoption of dean and efficient vehicle technologies and promotion 
of public transport are some of the policies being adopted which would increase 
energy efficiency and conservation. On similar lines, development of energy 
efficient domestic appliances is being promoted. 

Thus various sectoral measures are being adopted for promoting 
conservation in the energy sector. With a view to enacting legislation for the 
adoption of energy conservation in the country, the Ministry of Power has tabled 
the Energy Conservation Bill 2000 in the Parliament. The Bill was developed 
through a consultative process involving state governments, technical and 
research mstitutions and other stakeholders. It proposes to set up a Bureau of 
Energy Efficiency (BEE) under the Ministry of Power (which would merge the 
existing Energy Management Centre). The proposed Bill provides for the 
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creation of energy conservation funds at the central and state levels for utilizing 
any grant or loan made available for promoting energy conservation. Some of 
the functions of the BEE would be to: 

■ Recommend to the government norms for processes and energy 
consumption standards. 

■ Recommend to the government about notifying any user or class of users of 
energy as a designated consumer with regard to intensity or quantity of 
energy used. 

■ Formulate and facilitate implementation of pilot projects and demonstration 
projects for promotion of efficient use of energy and its conservation. 

■ Implement international cooperation programmes relating to energy- 
efficiency. 

Renewable energy policy 

The Government of India has been actively promoting polices for the 
development of renewable energy in order to supplement power generation from 
fossil fuels, reduce environmental impacts associated with the production and 
use of fossil fuels and to provide electricity to remote rural areas that do not 
have access to grid electricity. 

A renewable energy policy (draft) has been formulated by the MNES 
through a consultative process involving industry, non-governmental 
organisations, financial institutions, state governments and other stakeholders. 
In 1999 the ministry set up a Working Group to assist it in preparing a 
renewable energy policy. The group comprised representatives from the Rural 
Electrification Corporation, Central Electricity Regulatory Commission, Indian 
Renewable Energy Development Agency, Confederation of Indian Industry (an 
industry association) and the Tata Energy Research Institute (a non¬ 
governmental research institution). Issues in the renewable energy sector were 
identified and a background document and policy directions for the 
development of the sector was prepared. The MNES then organised a meeting of 
stakeholders for eliciting their comments on the polity directions suggested in 
the background document. These comments were then incorporated by the 
Working Group and another consultative process was undertaken, this time 
specifically with industry groups. 

The MNES then prepared a draft final document based on the background 
document prepared by the Working Group and comments received through the 
consultations. This document was presented to a Committee of Secretary’s of the 
Government of India and subsequently to the Cabinet. The Cabinet has formed a 
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group of Ministers from the Ministries of Power, Environment and Forests and 
Human Resource Development. Once the Draft Renewable Energy Policy 
document is ratified by the group of Ministers, it would be presented in 
Parliament for approval, following which it would be implemented. The process 
of implementation would be coordinated by the MNES, the nodal ministry for 
the renewable energy sector in the Government of India, through its 
implementing agencies in the states and the public sector. 

The main objectives of the proposed renewable energy policy are: 

■ Meeting minimum rural energy needs. 

■ Provision of decentralised energy supply for agriculture, industry, 
commercial and household sectors in rural and urban areas. 

■ Grid quality power generation and supply. 

Power sector reforms 

The electricity sector in India has been controlled by the government, which 
played the role of developer, promoter and regulator. A legislative framework 
comprising the Indian Electricity Act 1910, the Electricity (Supply) Act 1948 and 
the Indian Electricity Rules 1956 governs the implementation of policies. These 
Acts conferred upon the government the power to control the development of 
the electricity sector by granting licenses for the supply and transmission of 
energy. The structure of the industry was also defined, with the establishment of 
State Electricity Boards (SEBs) under the Electricity (Supply) Act 1948 as 
vertically integrated utiKties responsible for the generation, transmission and 
distribution of power in the states. The Central Electricity Authority (CEA) was 
also established under this Act to develop national power policies and to 
coordinate the activities of planning agencies for the development of the 
electricity sector. 

Driven by operational inefficiencies such as low plant load factor, high 
transmission and distribution losses and lack of financial resources, reforms 
were initiated in the power sector in 1991. As part of its new economic and 
industrial policies, the Government of India introduced policies to liberalize the 
power sector and promote private sector participation. The Electricity Laws 
(Amendment) Act 1991 permitted private sector participation in the generation 
of power. This has been accompanied by a restructuring of the sector, thereby 
creating new institutions for the formulation, implementation and regulation of 
policies and activities in the power sector. 

In 1996 through a national consultative process, the central government 
along with the chief ministers of several state governments put forth the 
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Common Minimum Action Plan. The objectives of the plan were to initiate steps 
required to improve the performance of the power sector at the central and state 
level in a time bound manner (TERI1999). Restructuring of the state electricity 
boards, tariff rationalisation, private sector participation and the establishment 
of independent regulatory bodies at the centre and the state were key 
components of this plan. The Electricity Regulatory Commissions Act 1998 was 
passed enabling the setting up of independent and autonomous regulatory 
bodies at the centre and the state. Under this Act, the Central Electricity 
Regulatory Commission was established to promote competition, efficiency and 
economy in the power sector and to aid and advise the central government in the 
formulation of tariff policy. 

The above Act also provided state governments with the option of 
establishing a State Electricity Regulatory Commission for determining tariffs 
for the intra-state transmission and supply of electricity and for regulating the 
activities of licensees in the power sector in the state. The establishment of 
autonomous regulatory bodies at the state level was accompanied by the 
enactment of electricity reform acts in several states. These reforms were driven 
by the need for rationalisation of power tariffs and phasing out of subsidies to 
improve the financial position of the State Electricity Boards. This was sought to 
be achieved by restructuring the electricity sector in the state through 
unbundling and corporatisation of generation, transmission and distribution of 
power. Thus far 15 states in the country have established State Electricity 
Regulatory Commissions and introduced reforms in their power sectors. 

The policy of reforming the power sector has thus been developed through 
a process of national consultation, with participation from institutions at the 
centre and at the state. It is being implemented through enabling legislation, 
again at the centre and in the states, in keeping with the shared jurisdiction on 
the subject of electricity. 

Coal sector: status on private participation 

The role of the private sector in the coal industry in India can be divided into two 
phases, pre and post nationalisation. Before 1973 a large share of coal mining 
was in the private sector. With nationalisation the coal industry was 
consolidated under the control of the Government of India except for a few 
mines captive to steel plants. It was only in 1993 with, an amendment of the Coal 
Mines (Nationalisation) Act that private participation was permitted in the coal 
sector. However, private participation was limited to coal mining for captive 
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consumption in the power, iron and steel and cement sectors and for the 
construction of washeries. 

In 1996, a Committee on Integrated Coal Policy recommended a greater 
role for the private sector, alongwith deregulation of the sector. It suggested that 
permission be given to any Indian coal company to mine coal, without the 
restriction of captive consumption. These recommendations have been reflected 
in policy statements of the Government. The Ninth Plan proposed reforms 
towards deregulating the coal industry and increasing the role of the private 
sector. Restructuring of the industry, greater autonomy to the subsidiaries of 
CIL, private sector participation in commercial coal mining through allocation of 
coal mining blocks were the main proposals. These recommendations have 
however not been translated into a greater role for the private sector, the coal 
industry remains centralised and private sector participation is limited to 
captive mining. 

Deregulation of the Oil and Natural Gas sector 

Until recently the Indian hydrocarbons industry had been highly regulated. 

In 1987, the Government allowed private investment in oil refining which had 
till now been reserved for the public sector. On the downstream side, the 
Government decontrolled the marketing of lubricants. In 1993 it allowed the 
import and marketing of Superior Kerosene Oil (SKO), Liquefied Petroleum gas 
(LPG) and Low Sulphur Heavy Stock (LSHS) by private parties. 

Government control over upstream regulation has been progressively 
relaxed over the past few years. Since 1991, exploration bids have been invited 
regularly. In order to boost domestic oil and gas production, the government 
announced the New Exploration and Licensing Policy (NELP) in 1999 by which 
the earlier nomination system favouring the national oil companies was 
discontinued. Under the NELP, private investors were allowed to market oil and 
gas produced in domestic markets. The NELP attracted 45 bids for 27 Blocks, 
from which the MoP8dIG approved the award of 25 blocks. Under the second 
round of NELP, 25 blocks were offered in December 2000. The Government 
expects to invite bids under NELP III by the end of the year. 

In November 1997, the Government announced the details of the phased 
dismantling of the administered pricing mechanism (APM) on the 
recommendations of an Expert Technical Group. In addition to the above 
measures, the refining sector was delicensed in 1998. Full deregulation of the 
hydrocarbons sector is expected by April 2002. 
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Environment 

An overview of the organisation of the environment sector in India, representing 
institutions at the centre and at the state is presented in Figure 2. This is 
followed by an explanation of the role and responsibilities of key institutions in 
the sector. 

Central sector 

The Environment and Forests Division in the Planning Commission is involved 
in the formulation and review of policies and programmes in the Five Year Plans 
and Annual Plans. The Planning Commission consults the Central ministries 
and state governments while formulating these policies and also oversees their 
implementation by undertaking a review of progress on the activities envisaged 
in the plans. 

In the central government, the Ministry of Environment and Forests 
(MoEF) is the nodal agency for planning, promotion, coordination and 
overseeing the implementation of environment and forestry policies and 
programmes in India. The MoEF has as its mandate the conservation of flora, 
fauna, forests and wildlife, prevention and control of pollution, afforestation and 
regeneration of degraded areas and protection of the environment. 
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Figure 2 The organisation of the environment sector in India 
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The Ministry achieves this through the implementation of environmental 
legislation and programmes aimed at prevention of pollution and environmental 
protection. It develops national policies and strategies for the protection of the 
environment, the conservation of natural resources, sustainable development of 
forest resources and abatement of pollution. 

The MoEF administers a wide range of environmental legislation and 
regulatory measures for the preservation, conservation and protection of the 
environment. A summary of these is presented in Table 4 below. 


Table 4 Environmental Legislation in India 


Year 

Law/Act 

Main provisions 

1927 

Indian Forest Act 

Aimed at consolidate the law relating to forests, the Act dealt with 
reserved forests, protected forests, village forest and control over 
non-government forests. 

1972 

Wildlife Protection Act 

Provides for the protection of wildlife and places restrictions on the 
diversion of forest land rich in wildlife. 

1974 

Water (Prevention and Control of 
Poiiution) Act 

Provides forthe prevention and control of water pollution. Setup 
the Central Pollution Control Board and the State Pollution Control 
Boards. 

1977 

Water (Prevention and Control of 
Pollution) Cess Act 

Provides forthe levy and collection of a cess on water consumed 
by certain industries by local authorities to augment the resources 
of Pollution Control Boards. 

1980 

Forests Conservation Act 

The Act places restriction on the powers of State governments in 
respect of dereservation of reserved forest s, use of forest land for 
non-forest uses, assignment of forest land to any private party and 
clearing of forest land. Created an Advisory Committee in the 

Ministry of Environment and Forests to oversee the Implementation 
of the statute. 

1981 

Forest Conservation Rules 

Empowered the Central Government to set up a Committee 
(comprising representatives from the Ministry of Environment and 
Forests, Ministry of Agriculture and environmental scientists) to 
advise the Central Government on proposals made by a State 
government for diversion of forest land. 

1981 

Air (Prevention and Control of 
Pollution) Act 

Provides for prevention, control and abatement of air pollution. 
Authorises the Central Pollution Control Boards to evolve 
standards which would be implemented by State Pollution Control 
Boards. 

1986 

Environment (Protection) Act 

Enacted with a view to correct omissions in legislative coverage 
which had so far been on a sectoral basis. The Act extends over the 
entire country and empowers the Central Government to take all 
measures necessary forthe prevention, control and abatement of 
environmental pollution. 

1991 

Public Liability Insurance Act 

Provides for public liability insurance for providing relief to persons 
affected by accidents while handling hazardous substances. 

1995 

National Environment Tribunal 

Act 

Provides for strict liability for damages arising out of any accident 
occurring while handling any hazardous substance and for the 
establishment of a National Environment Tribunal for disposal of 
cases arising from such accidents. 

1997 

National Environment Appelate 
Authority Act 

Provides forthe establishment of a National Environment Appelate 
Authority to hear appeals with respectto restrictions on areas in 
which any industries or class of Industries, operations may not be 

earned out on environmental grounds. 


Source: TERl and 1MC,2000 
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In addition to these legislative measures, the MoEF has developed policy 
statements on the integration of environment and development and moving 
towards a market based approach to environmental protection. These are the 
National Conservation Strategy and Policy Statement on Environment and 
Development and the Policy Statement on Abatement of Pollution, both were 
evolved in 1992. 

The Central Pollution Control Board (CPCB) is an autonomous body 
which advises the MoEF on all matters related to the prevention and control of 
environmental pollution. It also coordinates the activities of the State Pollution 
Control Boards (SPCBs) and Pollution Control Committees (PCCs)^. The CPCB 
evolves standards for controlling emissions, effluents and noise pollution and 
implements legislation for the prevention of pollution. Significant activities 
undertaken by the CPCB in this area include: 

■ Notification of National Ambient Air Quality Standards for industrial, 
residential, rural and sensitive areas under the Air (Prevention and Control 
of Pollution) Act 1981. 

■ Notification of ambient noise standards in industrial, commercial and 
residential areas under the Air (Prevention and Control of Pollution) Act 
1981. 

■ Implementing the National Ambient Air Quality Monitoring Programme 
Monitoring the quality of national water resources and designating water 
uses for all Indian rivers based on water quality criteria. 

■ Notification of maximum permissible limits for general effluent discharges, 

industry specific effluent standards and effluent standards for thermal power 
plants. 

Notification of maximum permissible limits for emissions of particulate 
matter and guidelines for minimum stack heights for power plants 

State sector 

State governments have their counterpart to the MoEF in the form of 
Departments of Environment which are entrusted with the protection of the 
environment in the state. They are assisted by State Pollution Control Boards 
which are responsible for the implementation of environmental legislation and 
ensuring compliance with the prescribed standards for regulating emission, 
effluent and noise levels. 


^ PCCs are constituted in Union Territories in the country. 


TER I Report No.2001EM41 



Survey on decision making 



local bodies 

The 73"* constitutional amendment made in 1992 bestowed panchayats (village 
level local bodies) with responsibilities in the areas of soil conservation, water 
management, watershed de%-elopment, social and farm forestry, drinking water, 
fuel and fodder and maintenance of community assets. Urban local bodies were 
also assigned responsibilities and functions for environmental protection by the 
74*1* constitutional amendment, also issued in 1992. 


Decision making process: policy on prevention and control of pollution 
The formulation of einironmental policies in India has been driven by both 
national concerns on degradation of the environment and pollution as well as 
international consciousness of the consequences of unsustainable use of natural 
resources. Following the United Nations Conference on the Human 
Environment held in Stockliolm in 1972, environmental legislation for the 
prevention and control of air and water pollution were enacted in India. The 
protection of wildlife and their natural habitat, prevention of the discharge of 
toxic substances and marine pollution, planned urbanization and control of 
population growth were some of the enuronmental and social priorities 
enunciated by the Stockiiolm principles. 

In order to implement the recommendations of this Conference, the 
Government of India enacted several environmental legislation. The Water 
(Prevention and Control of Pollution) Act 1974 was enacted under Article 252 of 
the Constitution of India, as water is a state subject. The Air (Prevention and 
Control of Pollution) Act 1981 and the Environment (Protection) Act 1986 
invoked the Stockiiolm Declaration as their source of authority and were 
therefore enacted under /\rticle 253. The main features of these Acts, their 
contribution to developing the decision-making process and the role of 
institutions formed as a result are discussed below. 

The Water Act established the Central Pollution Control Board (CPCB) at 
the Centre and the State Pollution Control Boards (SPCB) at the state level and 
assigned functions and powers to these Boards for the prevention and control of 
water pollution. The Water (Prevention and Control of Pollution) Cess Act 1977 
provided for the collection of a cess on water consumed by industries by local 
authorities in order to augment the resources of the pollution control boards. 
Under the Air Act, the CPCB advises the central government and plans and 
Implements policies for prevention, control and abatement of air pollution. It 
also coordinates the activities of the SPCBs which ensure compliance with the 
environmental standards formulated. 
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The Environment (Protection) Act was enacted in 1986 and empowers the 
central government to take all measures for protecting and improving the 
quality of the environment and for the prevention, control and abatement of 
pollution. Under a Notification issued under this Act in 1994, Environmental 
Impact Assessments were made mandatory for 29 categories of development 
projects. These development activities include industrial projects, thermal power 
plants, mining projects, river valley hydro-electric schemes and infrastructure 
projects. The appraisal process for these projects comprises evaluation of 
project proposals by Expert Committees set up by the MoEF. 

In 1997, by an amendment to the EIA Notification, public hearings were 
introduced as part of the clearance procedure for a development project. The 
State Pollution Control Board conducts these public hearings. The panel for the 
public hearings comprises representatives of the State Pollution Control Board, 
the Collector of the District in which the project is located, representative of the 
state government, representative of the Department of the State government 
dealing with the environment, representatives of local bodies such as 
Municipalities or Panchayats and citizens of the area and citizens of the area. If 
the project is recommended after the public hearing, the State Pollution Control 
Board issues a No Objection Certificate and forwards the application to the 
Department of the Environment in the state government^. Powers were also 
delegated to the state governments for environmental clearance of certain 
categories of power plants by a notification issued under the EPA in 1997. 

A summary of the institutions in the energy and environment sector in the 
Government of India, at the centre and the state, in the public sector and other 
organisations is presented in Table 5. 


5 Please see Figure 4 for a representation of the decision-making process for obtaining 
environmental clearances. 
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Centre-state relationship in the energy and environment 
sectors: Illustration for Gujarat 

An overview of the organisation of the energy and environment sectors in 
Gujarat is shown in Figure 3. 

Figure 3 Organisation of the energy and environment sector in Gujarat 
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GEB : Gujarat Electricity Board 
GEDA ; Gujarat Energy Development Agency 
GMDC : Gujarat Mineral Development Corporation 
GPCB : Gujarat Pollution Control Board 
GPCL : Gujarat Power Corporation Ltd. 

GFDC : Gujarat State Forest Development Corporation 
GSPC : Gujarat State Petroleum Corporation 


Energy 

The Department of Energy and Petrochemicals in the Government of Gujarat 
formulates policies for the development of the power, petroleum & natural gas 
and renewable energy sectors in the state. The implementation of policies and 
functions of the Department is done through state government undertakings 
and corporations, and the role of these institutions is discussed below. 


Power 

The Gujarat Electricity Board (GEB) is a statutory body responsible for the 
generation, transmission and distribution of power in the state of Gujarat. In 
addition to the GEB there are some licensees which generate and/or distribute 
power in the state (the Ahmedabad Electricity Supply Company (AECo.) and the 
Surat Electricity Company). The state thus meets its power demand from its own 
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generation, supplemented with purchase from licensees, Independent Power 
Producers (IPPs) and central power generating stations. 

To augment the power generating capacity in the state, the Gujarat Power 
Corporation Limited (GPCL) was set up to act as a nodal agency for promoting 
private/joint sector participation in the power sector in the state. It also 
identifies power projects based on alternative fuels and prepare techno 
economic feasibility reports for these projects. 

The Gujarat Electricity Regulatory Commission (GERC) is an 
autonomous body created by the Government of Gujarat with the mandate of; 

■ Determining tariffs for the sale and transmission of electricity in the state 

■ Regulation of power system in the state 

■ Aiding and advising the state government in matters concerning power 
generation, transmission, distribution and supply in the state 

■ Aiding and advising the state government in the formulation of the state 
power policy 

■ Issuing licenses for transmission, bulk supply, distribution or supply of 
electricity in the state 

■ Coordinating with environmental regulatory agencies and to evolve policies 
and procedures for appropriate environmental regulation of the electricity 
sector and utilities in the state 

Petroleum and natural gas 

The development and utilisation of the oil and natural gas resources in the state 
is done by national oil companies, state government undertakings and some 
private sector participants. It is the only state in the country where a state 
government undertaking participates in the oil and gas exploration and 
production business. 

The major oil and natural gas fields in Gujarat are operated by the ONGC. 
With the liberalisation of the upstream hydrocarbons sector initiated by the 
Government of India in 1991, the state government undertaking Gujarat State 
Petroleum Corporation (GSPC) became involved in the upstream hydrocarbons 
sector. The GSPC is the nodal agency of the Government of Gujarat for the 
exploration and production of oil and natural gas in the state. It operates small 
oil and gas fields awarded to it under the New Exploration and Licensing Policy 
(NELP), in association with foreign collaborators. 
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In the downstream hydrocarbons sector, the public sector undertaking IOC 
and Reliance Petroleum Limited, a private company, own and operate refineries 
inthestatel 

Coal and Lignite 

Gujarat has no coal resources, but has lignite reserves which are mined by the 
Gujarat Mineral Development Corporation (GMDC) which comes under the 
administrative control of the Department of Industries and Mines in the 
Government of Gujarat®. 

Renewable Energy 

The development and promotion of new and renewable sources of energy in the 
state is the responsibility of the Gujarat Energy Development Agency (GEDA), 
a state government aided nodal agency. It promotes the use of renewable energy 
technologies through installation and dissemination and also undertakes 
research and development programmes. GEDA is also the nodal agency for 
implementing national programmes formulated at the centre (such as the 
Integrated Rural Energy Programme and the National Programme on Improved 
Chulhas). 

Environment 

The Forest and Environment Department in the Government of Gujarat 
formulates environmental policies in the state. State and central government 
policies are implemented through the Gujarat Pollution Control Board (GPCB) 
and the Gujarat State Forest Development Corporation. 

Implementation of projects 

The process for implementation of a project is described here for the power 
sector. The setting up of generation and transmission projects in the power 
sector require the fulfilment of clearances under the Electricity (Supply) Act 
1948. The central agency which processes and approves project proposals in 
accordance with these requirements is the CEA which receives applications for 
clearances through the concerned State governments or State Electricity Boards. 
The clearances required by the CEA along with the concerned agencies are 
shown in Table 6. 


* The IOC refinery is located at Koyali and the Reliance refinery is at Jamnagar. 

^The GMDC mines are located at Panandhro in Kachchh district and Rajpardi in Bharuch 
district. 
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Table 6 Clearances required for setting up a project in the power sector 


No. 

Clearances required 

Agency 

' 1 

State government and SEB 

State government/ 

State Electricity Board 

2 

Fuel linkage 

Ministry of Coal / Ministry of Petroleum 
and Natural Gas 

3 

Water availability 

State government / Central Water 
Commission / Ground Water Board 

4 

Pollution clearance and 

Ministry of Environment and Forests 


Environment and Forest clearance 

(through State governments/ SPCB) 

5 

Chimney Height Clearance 

National Airports Authority 


Once the clearances listed in Table 6 have been obtained, the project 
proposal goes to the CEA for ‘cost’ and ‘techno-economic’ clearances. Thus the 
Ministry of Power is not directly involved in the process of implementation of a 
project in the electricity sector. An international project goes through the same 
procedure for implementation. Since 1998 projects for electricity generation, 
transmission and distribution (except atomic power) have been permitted 
foreign equity participation upto 100% on the automatic approval route. Thus no 
clearances from the Ministry of Finance are required for foreign direct 
investment in these areas. 

An explanation of the functions and responsibilities of the Ministry of 
Finance (Department of Economic Affairs) and the role of other agencies such as 
the Reserve Bank of India and the Foreign Investment Promotion Board in the 
process of project implementation is presented in Box 1. 
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Box 1 Role of the Minis try of Finance and related agencies __ 

The Ministry of Finance (MoF) in the Government of India is responsible for 
the administration of the finances of the Central Government. It is concerned with 
all economic and financial matters affecting the country as a whole, including 
mobilisation of resources for development. It regulates the expenditure of the 
Central Government, including transfer of resources to States. The MoF comprises 
three departments: the Department of Economic Affairs, the Department of 
Expenditure and the Department of Revenue. 

The Department of Economic Affairs is the nodal agency of the Government 
for formulating and monitoring the country’s economic policies and programmes. 
One of the principal responsibilities of this Department is the preparation of the 
Union Budget and another main function is the raising of external resources 
through Official Development Assistance and commercial borrowings and policy 
matters relating to foreign investment. 

The foreign investment policy of the Government of India has been 
progressively liberalised since the initiation of economic reforms in 1991. The 
approval mechanism for foreign direct investment (FDI) is a two-tier system, the 
automatic approval route and other cases. Under the automatic approval route, 
investment in areas identified and up to the foreign equity limit prescribed, 
companies can issue shares and receive inward remittances, with a requirement 
that they report these to the Reserve Bank of India (RBI) within a period of 30 
days. No reference to the Government is required. In all other cases the proposals 
are considered by a Foreign Investment Promotion Board (FIPB) serviced by the 
Department of Industrial Policy and Promotion (DIPP). 

At present all foreign investment are permitted under the automatic approval 
route, except for a small negative list. The existing upper limit of Rs 1500 crore for 
FDI in projects involving electricity generation, transmission and distribution 
(except atomic reactor plants) has been dispensed with. For facilitating inflow of 
fimds in the oil refining sector, the ceiling for FDI under the automatic approval 
route has been increased to 100% from the existing 49%. 

Source: MoF, 2001. 


Implementation of environmental requirements 

By a notification issued in 1997 under the Environment (Protection) Act 1986, 
the Central government delegated to the state governments the power to take 
measures for protecting and improving the quality of the environment, 
preventing, abating and controlling environmental pollution for certain 
categories of power plants^ Thermal power plants not falling in this category or 
those proposed to be located near (w^hin 20 km radius) reserved forests. 


These include all co-generation plants irrespective of installed capacity, captive plants upto 
250 MW, coal based plants upto 250 MW using conventional technologies, coal based 
plants upto 500 MW using fluidised bed technology subject to sensitive area restrictions 
and gas/naphtha based power plants upto 500 MW. 


TERI Report No.2001EM41 



Survey on decision making 


35 


ecologically sensitive areas such as national parks, sanctuaries, biosphere 
reserves, critically polluted areas would have to obtain an environmental 
clearance from the central government. Additionally, power plants proposed to 
be located within 50 km of the inter-state boundary would also have to obtain 
environmental clearances from the central government. 

The decision-making process for implementing environmental 
requirements for setting up a power project is shown in Figure 4. 

Figure 4 Decision-making process for implementing environmental 
requirements in the power sector 
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Conclusion 

Decision-making in the energy and environment sectors in India is largely 
controlled by the Central Government, which consults the state governments 
and concerned stakeholders while formulating policies. The implementation of 
these policies is overseen by a Ministry in the Central Government which 
regulates and reviews the activities conducted by the organisations under its 
purview, in coordination with state governments. 

This centralised decision making process is however undergoing a 
transition and the role of the government is changing from one of regulator, 
promoter and developer to that of a regulator and facilitator in the energy sector. 
The pace of reforms however differs among energy sub-sectors. While in the 
power and oil and natural gas sectors, progress on reform, restructuring and 
deregulation has been substantial, the coal sector remains highly centralized. In 
the renewable energy sector the participation of state level institutions and non¬ 
governmental institutions in the decision making process is significant. 

Decentralisation of decision making in the country has been promoted 
with the 73”* and 74**' and constitutional amendments which have delegated 
responsibilities to village and urban local bodies in the areas of promotion of 
renewable energy and environmental protection. The participation of non¬ 
governmental actors in the environment sector is also evident from the judicial 
activism seen in recent times, for instance in the stipulation of a time-frame for 
adopting cleaner fuels in the transport sector in the National Capital Territory of 
Delhi. 

The process of decision making in India in the energy and environment 
areas is thus witnessing a gradual change, from a centralised to a decentralised 
structure, with a more active role being played by independent institutions, the 
private sector, judicial institutions and civil society. 
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Annex A 

The Planning Commission: Structure and Functions 

The Planning Commission of India has as its Chairman the Prime Minister who 
gives direction on all major issues of policy. In addition, the Commission has a 
Deputy Chairman and nine members who provide advice and guidance to the 
Divisions of the Commission in formulating, monitoring and implementing five- 
year Plans and Annual Plans (Planning Commission 2001). 

The major functions assigned to the Commission are as follows: 

1. Assessment of the material, capital and human resources of the country, and 
formulation of programmes for the development of these resources. 

2. Formulation of Five-Year and Annual Plans for effective and balanced 
utilisation of the country's resources. 

3. Ensuring the implementation of the plans by defining the stages in which 
the programmes are to be completed, allocating resources for completion of 
these stages and determining the type of mechanisms needed for 
implementation. 

4. Appraisal of the progress in implementation of the Plans (through, for 
example. Mid-term Reviews). 

5. Perspective Planning 

The Commission is segregated into two types of Divisions (please see Figure 5): 

1. General Divisions: dealing with aspects concerning the entire economy 

2. Subject Divisions: concerned with specific fields of development 

The functions of the Power and Energy Division in particular, are discussed in 
the following section. 
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Figure 5 Structure of the Planning Commission 
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Power and Energy Division (PED) 

The PED, headed by a Member of the Planning Commission, is concerned with 
all major plan related programmes and policies in the energy sector, including 
demand assessment, supply side management and conservation efforts. 
Currently, the Division is working on the preparation of a National Energy 
Policy. A Steering Group on Energy for the Tenth Plan under the Chairmanship 
of the Member (Energy), Planning Commission has been set up to formulate an 
integrated approach to energy planning. 

The PED is segregated into three units: Power and Energy policy, Coal and 
Petroleum. The major functions undertaken by these units is as follows: 

1. Finalization of the mid term appraisal of programmes and policies developed 
for the energy sector in the Five-Year Plans. 

2. Providing support to concerned ministries in the Government of India, 
committees and expert bodies for the formulation and implementation of 
energy policies and programmes. 

3. Examining proposals for investments in the power sector in the states and 
examining the status of major coal and lignite projects. 
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